The last decade of the 20th century witnessed rapid growth in the adoption of various environmental management systems (EMS) within organisations. Environmental consultants and auditors play an intricate role in the interpretation, implementation and certification of an EMS. This paper presents the experiences of eight leading auditors with respect to the adoption of EMS/ISO 14001 by Australian organisations. The benefits and issues relating to the auditing process are discussed.
Introduction
Environmental issues are now one of the key concerns for businesses worldwide and one of the most effective ways of addressing these issues is by developing and using Environmental Management Systems (EMS) [1, p.42] . The literature suggests that globally there has been rapid growth in recent years in the number of firms implementing EMS with many thousands of organisations having been certified to ISO 14000 environmental standards [2, p.3] . As of March 31, 2001, 27,509 organisations were reported to have been certified to ISO 14001 [3] . Australia is ranked seventh with 1,078 sites certified with the standard. Leading the certification race is Japan with 6,261 sites already certified to date, followed by Germany (2,400), the UK (2,010), Spain (1,441), the USA (1,420), and Sweden (1, 370) . The ISO 14000 series of environmental standards was released in September 1996 so that it could assist organisations to [4, p.94 ]:
• Provide a platform for companies to demonstrate their commitment to environmental protection • Help management pursue continual improvement in environmental performance
• Provide a worldwide focus on environmental management
• Promote a voluntary consensus standard approach for environmental issues
• Harmonise national environmental rules, labels and methods
• Promote environmental predictability and consistency
• Demonstrate a commitment to moving beyond regulatory compliance
• Minimise environmental trade barriers.
External consultants and auditors play a significant role in determining whether or not an organisation's internal systems fulfil the ISO 14001 standard elements before granting certification. In this paper we present the views and experiences of eight leading environmental auditors who have been closely involved with the implementation of EMS/ISO 14000 in Australian organisations. The remainder of this paper is structured as follows. Section 2 presents a literature review relating specifically to auditing. Section 3 describes the research methodology. The results are then presented in Section 4 of the paper. Finally the conclusions are presented in Section 5.
Literature review
Until the late 20th century, the word 'audit' was generally used in the context of financial audit and the word 'environment' implied businesses' internal and external forces. However during the last decade or so, these words have received enormous attention and their interpretation for organisations, government, and the community at large has been transformed to address the urgency of environmental issues. According to their individual and sector-specific requirements, various organisations have defined the words environment, audit and environmental audit. Box 1 below provides examples of broad and commonly used definitions of these words.
Box 1 Commonly used definitions within the organisations
Some of the commonly used definitions of the terms 'audit' and 'environment' used by organisations include:
Environment which is defined in ISO 14001 as:
"surroundings in which an organism operates, including air, water, land, natural resources, flora, fauna, humans, and their interrelation. The environment in this context extends from within an organism to the global system." [5, p.127] ISO 14001 defines an 'audit' as a:
"systematic and documented verification process to objectively obtain and evaluate evidence to determine whether an organisation's environmental management systems conforms to the audit criteria set by the organisation, and to communicate the results of this process to management." [6, p.134] According to EMAS 'Environmental Auditing', can be "defined as a management tool comprising a systematic, documented, periodic and objective evaluation of the performance of the organisation, management systems and processes designed to protect the environment with the aim of: "is a quality control tool to measure environmental performances and the effectiveness of the environmental management systems by receiving management support and responsibility delegations, written programs and policies, reports and documents, standard operating procedures, actual operations, and interviews with the employees.".
According to Bragg, Knapp and McLean [9, p.46 ] the overall objective of environmental auditing is "to verify conformance with established standards and to ensure that appropriate and effective systems are in place". Sayre [6, p.139] identifies in more detail the specific auditing objectives addressed by ISO 14000. These are to:
• Determine conformity of the environmental management system elements with specialised requirements and identify non-conformity • Determine the effectiveness of the system in meeting objectives
• Provide the opportunity for system improvements • Meet regulatory requirements and commitments
• Meet ISO registration requirements.
Accordingly the goal of auditing is "to continuously audit systems, instead of just doing a compliance snapshot" [10, p.139] . The scope of an audit can thus range from one activity of the organisation to a complete working system. Accordingly, it can include any one or combination of the following areas [8, pp.90-92] : environment, safety, industrial hygiene, product safety, chemical control and others.
To consummate audit procedures, auditors generally use a combination of quantitative and qualitative methods to gather information from their respective client organisations. These methods include [11, p.24] : questionnaires, interviews, check-lists, inspection and measurement of activities, examination of records and benchmarking.
The importance of auditing can be seen from the results of a survey carried out by The Price Waterhouse LLP USA, in April 1995, in which of the total 369 respondent organisations, about 75% had some kind of auditing program implemented. The respondents commented that one of the main reasons for having an auditing system in place was to "identify problems internally and correct them before they are discovered by an agency inspection" [12, p.5] . Another 94% of the respondents also stated that an audit helped them to "improve [their] company's overall environmental program and made it proactive" [12, p.5] . Recently another survey conducted by Price Waterhouse found that more than 90% of the responding organisations conducted audits for the identification of potential areas of violation and improvement "before they could be detected by the government inspectors" [13, p.17] . Another survey of 21 members of the Association of Environmental Consultancies conducted by Maltby [14] found that the main driver behind EMS auditing was to assess the impact of new business developments and the auditing of the performance of the suppliers and contractors. A Canadian survey conducted by Ernst & Young in 1994 found the following four reasons for conducting an audit [15, pp.199-200 ]:
• Helping to define potential risk areas (78% of the respondents)
• Increasing management's awareness of environmental issues (67% of the respondents)
• Protecting directors from potential liabilities (51% of the respondents)
• Measuring and tracking of environmental management system performance (48% of the respondents) Auditing generally has also received a great deal of attention in the ISO 14000 standard series, with ISO 14010 -ISO 14015, all dedicated to auditing and includes "environmental management systems audits, compliance audits, and audits of environmental statements. In addition [to these] there are [also] review guidelines and guidelines on assessment, evaluation and analysis" [6, p.12] . A complete [environmental] "audit [however] should be objective, structured [and] reviewed to obtain and analyse information that will indicate the degree of conformance" [10, p.29] . (Box 2 below outlines the audit characteristics).
Box 2
Audit characteristics A successful and complete audit encompasses the following characteristics [11, p.23 ]:
• Independent: means using staff who are not involved with the work being audited. The production manager should not audit his or her factory.
•
Objective: means making judgements that are based on fact not opinion. It means that the audit should be able to examine quantified records of waste, raw materials used, and so on.
• Regular: the frequency of the audits depends on the scale of the hazard. Some operations (such as hazardous wastes and the treatment of effluent) need more regular audits than other parts of the system.
• Systematic: means having a preset schedule of areas and processes to be audited. This ensures that nothing is overlooked.
• Documented: involves putting the audit findings in writing. The conclusions and recommendations should be clear and concise, and transmitted to line management for action.
When an organisation carries out regular audits it not only assists in identifying weak points but also offers many benefits in terms of compliance and savings. The prominent benefits that could be realised following an audit include [8, pp.9-11 and 9, p.46]:
• International Standards Organisation Registration
• Management Decision Support Data
• Liability Assurance
• Measurement Tools
• Compliance Management
• Educational Process
• Public Relations and Marketing
• Securities and Exchange Commission
• Proactive Management
• Faster development of effective EMS and improvement in environmental performance • Increased sharing of information on environmental matters across companies
• Reduced potential for liability.
Kim [8, pp.12-13] identified the following commonly experienced challenges with environmental auditing:
• Costs -such as the auditor's fees and other associated expenditures to improve systems continually.
• Operations and Morale -auditing may be perceived as a time consuming activity that hinders the normal operations of the organisation. If gaps are revealed during the audit process, which may not necessarily match with the management's expectations, they may be taken up personally by the employees leading to lower morale. Hence, to prevent the above, it is essential that the top management play an active role in the entire auditing process by continuously encouraging and motivating employees.
• Disclosure -many organisations fear that a third party environmental audit may expose or uncover their policies and systems that in turn may lead to fines or complications in the process of registration.
• Failure to Respond -sometimes to prevent costs and other responsibilities associated with auditing, organisations do not respond initially either for the audit to be carried out or later they overlook the audit findings.
• Privatisation -as environmental auditing is becoming more significant each day organisations are concerned that in the near future, auditing may lose its true essence and may become more privatised. As a result it would become mandatory for all organisations to carry out audits without any exigency or advantage.
Regardless of the risks and challenges associated with the audits, it is obvious that there is no turning back. Thus to procure maximum benefits from the auditing process, its frequency and scope should be structured in such a way that it addresses its purpose effectively. This can be cross-checked with the help of an audit checklist (see Table 1 ).
Table 1
Frequency of inspections and audits A number of European countries have taken the lead in adopting EMS and ISO 14000 standards. In Britain, the environmental British Standard BS7750, the predecessor to ISO 14000, had been adopted by many hundreds of organisations. Germany's: "Ordinance on Avoidance of Packaging Waste (1991) regulation on the other hand obliges manufacturers, distributors and retailers to collect (i.e. take back) packaging material for products they make, distribute and sell. Germany is pushing this idea into electronics, automotive and durable goods sectors. The German government and industry regards ISO 14000 as a useful tool to protect the environment and manage environment issues" [16, p.81 ].
Auditors Subject Area Frequency
Governments and industries in most other European countries are supportive of ISO 14000. The government in the Netherlands declared ISO 14000 an 'important milestone' and considered providing benefits such as streamlined licensing processes for companies [17] . Organisations in Eastern European countries such as Poland and Slovenia have also been pursuing ISO 14000 and trained their auditors in the implementation of EMS [17, p.35 ].
Wilson [18, p.37] reported that many developing countries were also actively focussing on EMS and ISO 14000. For example, Trinidad and Tobago were considering a ten-year environmental plan incorporating ISO 14000. In Mexico and China, ISO 14000 was on the verge of becoming national policy. Similarly in India, a concerted effort was underway to establish a national scheme offering ISO 14000 accreditation, registration and auditor certification, as well as a complete EMS training curriculum.
Within the Asia-Pacific region there has been considerable activity with regards to the adoption of EMS and ISO 14000. The Korean Industrial Technology Association (KITA) and the Korean Institute of Science and Technology (KIST) were reported to be working mutually with the industrial sector to effect the implementation of ISO 14000 [16, p.97 ]. In the Philippines, the Department of Environment and Natural Resources considers ISO 14000 as an alternative to quick compliance with end-of-pipe controls [19, p.104] . The 'Malaysian Environmental Quality Act' is considered to be a driving force in the country with non-conformance of the regulatory laws resulting in increased fines [ In Australia there is a growing number of manufacturing and service organisations that are adopting EMS and ISO 14000 standard series. A Coopers & Lybrand survey [20] carried out in May 1991 of the top 1000 Australian organisations reflected the growing awareness and recognition of environmental concerns within the Australian community and its responses paralleled the Australian organisations' movements. More recently a questionnaire survey and interview based study conducted by The Monash Centre for Environmental Management (MCEM) in collaboration with the Australian Industry Group (AIG) examined Australian manufacturing organisations to determine the relationship between their environmental management practices and productivity [21] . The study found that in response to the external stakeholder, and market and internal pressures such as cost savings and avoidance of fines, the implementation of environmental management techniques resulted in increased productivity, business and innovation.
The Australian Federal and State Governments, the Environment Protection Authority (EPA), Standards Australia and various industry associations are all promoting the implementation of EMS and ISO 14000 standards. Generally there has been a mixed response from organisations towards the implementation and certification of the ISO 14000 standard. Some organisations are enthusiastic to implement it completely, but many are still watching and waiting to see its consequences first and the benefits before they accept it. Many organisations are not sure as to how they would benefit from the adoption of such a standard and what costs would be incurred.
In the remainder of this paper we present the experiences of a group of leading auditors based in Melbourne with respect to the implementation of the EMS/ISO 14000 standard series and the auditing process.
Research objectives and methodology
The main objective of this large research project was to interpret and understand the adoption of EMS within Australian organisations from different stakeholders' perspectives. The specific aim of the research reported in this paper was to recognise the role of environmental auditors in the environmental audit process. The study focused on exploring and understanding the following objectives:
• To understand the position of environmental audits in the Australian organisations The literature review reflected gaps in the understanding of the environmental auditor's role during the EMS adoption process, especially amongst Australian organisations. Accordingly, environmental auditors primarily based in Victoria were selected for this study (due to lack of resources, the research was restricted to Melbourne). The main source used for obtaining auditors' names was the Victorian Environmental Protection Agency (EPA) which agreed to provide the names of environmental auditors on its register. Some contacts were also established through referrals and the internet. Once the auditors had been identified, they were then contacted by a number of communication methods including the phone, fax and e-mail. During the initial contact, the auditors were informed of the aims and objectives of the study. Of the 12 auditors initially contacted, eight agreed to an interview. Table 2 shows the types of audits conducted by these auditors and whether or not they had worked as a lead auditors. The last column in Table 2 presents the response to the question asked about the need for ISO 14011/12.
All the interviews were held in the auditors' respective offices and on average lasted for approximately one hour. The interviews were tape recorded in all instances after receiving prior consent from the interviewees. The taped interviews were later transcribed and subsequently written up as individual case studies.
Table 2
Interviewees' (auditors') background profile ISO 14001/ 12* are part of ISO 14000 standard series and lay out the roles and responsibilities of lead auditors and the qualification criteria for the auditors.
The case studies were sent back to the interviewees for their feedback, so as to avoid any misinterpretation or misunderstanding during the interviews. This method also validated the case study content, addressing the common criticism of case study methodology as part of data collection. Any changes following the feedback were accordingly made in the case studies and sent back for final approval. A cross-case analysis was then conducted to identify common themes amongst the auditors' responses. The results are reported in the next section.
Results
All of the auditors had been conducting environmental audits for many years and three out of the eight interviewed had also carried out quality audits. Except for one of the interviewees all of the others were registered with the EPA. The clients of these auditors ranged from small, independent environmental auditing/consulting organisations to very large, multinational companies, including the Australian Defense Industry, Australia Post, Telstra, Gas Corporation, and the South Australian Water Authority. Collectively the eight auditors represented a wealth of experience in the EMS area, particularly in the EMS auditing process. Six of the eight auditors had carried out the role of a lead auditor. Most of the auditors received full support from the organisations's top management during the time of the 'initial environmental review' (IER) or the actual audit. Top management needs to give full commitment of time, dollars, human resources, etc. for the audit to be completed successfully and to maintain the system in the future. This is because the organisation understands the fact that unless it reveals its problems to the auditors, the underlying purpose behind the audit will not be accomplished. However, it has been some auditors' experience that due to lack of adequate knowledge, understanding or awareness of environmental issues, many top management executives direct the external auditor to the organisation's internal auditors and do not want to be in contact with the external auditor again until the time of reviewing the final audit report. This is the most commonly made mistake by the top management that could result in the failure of the system. On the other hand, middle management plays the role of a 'communicating medium' between the top management and the employees and also disseminates the information (e.g. EMS aims, objectives, targets) tailored to their audience.
Generally, the auditors are assisted by three or four employees during the time of the audit. The auditors have also found that the management has been more forthcoming in accepting its weak points in systems than the employees, who sometimes seem to take the weaknesses personally. The audit findings are normally presented in the form of an audit report that can either be tabulated or descriptive in its format, summarising the identified potential issues/risks, non-compliances and other observations during the audit.
The auditors also commented that the extent of communication present within the organisations is often an indication of the success of the implementation, completion and maintenance of the audit program. Communication is also found to be particularly important "with identification, collection and review of information with audits" by the auditors. In the experience of some of the auditors, communication with respect to 'environmental' issues was generally lacking within the organisations. Along with communication, there is a need to determine the extent of training required by the employees to carry out their operations successfully. In the view of the auditors the best way to determine the awareness, understanding of the systems and training within the employees is by asking the question 'why' directly to the employees.
Both the literature and the interviews revealed gaps in the perceptions and understanding of EMS within organisations. Many organisations consider ISO 14000 and ISO 9000 quality standards to be similar in their implementation and implications. Many managers overlook the fact that, although the two systems are similar with respect to documentation, training and auditing, the two standards are substantially different in terms of their stakeholders' focus, requirements and expectations. The main driving force behind the adoption and implementation of EMS/ ISO 14000 by Australian organisations was 'improved public image' and 'economic savings'. Another major driving force is the need for compliance with the defined regulatory guidelines and standards. Although the chemical and manufacturing companies are the leaders in adopting EMS/ ISO 14000, other industries such as electronics, aviation, textiles and mining are also rapidly adopting EMS/ ISO 14000 standards.
The interviews revealed that one of the main concerns over the implementation and certification to ISO 14000 within Australian organisations is the associated high noncompliance cost. Additionally, non-compliance could even result in direct liability of the company's top management in the case of an accident. Penalties of over $1 million for firms and $250,000 for individuals plus jail terms [22, p.21] have been executed for environmental offence.
Generally the auditors found that the standard was being adopted on a voluntary basis in many industries. However, in some instances, pressure from the market or consumers also forced management to implement environmental systems. Almost all of the auditors interviewed agreed that the ISO 14000 standard would have a positive effect on the suppliers yet very few organisations had involved their suppliers in the planning and implementation of the standard. Table 3 presents a summary of the major findings and Table 4 lists the benefits perceived from EMS adoption by each of the eight auditors. The benefits can be summarised as follows: Table 3 Main findings from the interviews Marketing/Public Relations -an accredited organisation is in a better position competitively. As the concern for environmental issues is rising within society, accreditation reflects a strong commitment towards the environment and hence consumers. During the course of the interviews this point was made very strongly by five of the eight auditors. They all said that better public relations, marketing and image of the organisation played a vital role in the organisation's EMS performance. Regulatory Bodies -being certified also provides benefits from the perspective of regulatory bodies such as the EPA. The advantages summarised by the auditors encompassed compliance with the guidelines, reduced reporting and monitoring requirements, reduced inspections and improved regulatory flexibility. All of these in turn can lead to substantial cost savings from remedial and waste management.
Environmental Groups -various environmental groups and the community at large would be more satisfied with a company that has undertaken measures to reduce environmental impacts from their products and processes.
Insurance/Financial Institutions -the insurance and financial institutions are more comfortable dealing with organisations that are certified with a standard. They not only give preference to such organisations when providing access to capital but also offer them lower rates. As pointed out in the interviews, in the case of an accident, certified organisations obtain better returns from their insurance companies.
Judicial System -Jackson [5, p.131] points out that:
"recent actions by the US Sentencing Commission indicate that companies with an active EMS (such as that defined by ISO 14000) may see real benefits if they appear before federal courts for environmental violations. The potential for such benefits is heightened if the system is registered."
Most of the auditors agreed on the latter as certified organisations are in compliance with the guidelines and standards and are fulfilling the legislative requirements.
Competitive Pressures -as has been the case with the implementation of ISO 9000 quality systems, many organisations feel pressured to achieve certification to the ISO 14000 standard series simply to obtain a competitive position in the marketplace. As pointed out earlier, certified organisations attract more customers and once again have a stronger market position. Many multinational organisations such as Sony, Ford, Toyota and Akzo Nobel have made commitments publicly to be certified with EMS.
The above listed benefits henceforth depict the impetus behind the increasing number of certified organisations in Australia regardless of the nature of their products and/or services. With respect to the EMS/ ISO 14000 audit process, the interviews revealed the following issues:
The time required to complete the audit -in the experience of the auditors this could vary from three months for a single site to from six months to three years for a multi-site organisation. This period was in turn dependent on the extent of knowledge that management had about environmental issues and the level of communication present within the organisation.
The role played by top management -all of the auditors stressed the need for the undivided commitment and involvement of senior management for the successful completion of an audit.
The role played by middle management -auditors also agreed that middle management, in addition to being good communicators, was the most involved in the auditing process. Without its involvement this progress would have been slow.
The role played by employees -almost all of the auditors agreed that there is a lack of complete involvement from the employees during the audit process. But at the same time they said that the employees were supportive of the auditing process with the organisation or site.
Communication and training -the views of most of the auditors concurred with the need for communication and training within an organisation. Communication and training was emphasised as being vital for the successful implementation and completion of any management system. This was considered to be lacking in many organisations with respect to environmental management.
Conclusion
The review of the literature and the interviews with the environmental auditors revealed gaps in the understanding of the perceptions and understanding of the EMS benefits within the organisations. Most of the organisations consider ISO 9000 and ISO 14000 to be similar in their implementation and implications. They, however, overlook the fact that, although the two systems are similar with respect to documentation, training and auditing, standards greatly differ in their stakeholders.
The interviews revealed that Australian organisations are steadily becoming more aware of the importance of protecting the environment and hence the necessity to adopt and implement an appropriate Environmental Management System. Managers should keep in mind that the focus, requirements and expectations of ISO 14000 implementation are quite different from those of ISO 9000. Nevertheless managers could and should learn from their past experiences and apply the knowledge acquired from their ISO 9000 implementation to their current focus on adopting EMS. The benefits resulting from the adoption of EMS may not always be tangible in the short term however; many of the intangible benefits resulting can in the long term be a source of developing a competitive advantage for the organisation.
Managers should be aware of the key role that the various stakeholders (especially the employees and suppliers) can play in the successful formulation and implementation of a system. The literature shows a lack of research in this area with respect to the formulation and implementation of EMS. As has been demonstrated with the implementation of ISO 9000, both employees and suppliers are an indispensable part of the implementation and maintenance of a quality system.
The main obstacles that organisations could encounter during an EMS adoption process that could delay the EMS implementation and certification include:
• 'Failure' in the completion of the entire audit process, due to lack of commitment from the top management • Roles and responsibilities not clearly defined within the organisation
• Lack of communication with and training for the employees
• Conducting environmental audits through the same eyes and views of a quality audit
• Where the shop-floor workers are 'uneducated, unskilled' and thus lack the capability to identify and correct the potential risks and hazards associated with their work • When company representatives attach a personal, financial interest to the successful completion of an audit. This directly impacts the objectivity of the audit.
• Lack of correct, timely resource availability such as legal expertise, dollars, especially by small and medium enterprises.
The findings reported in this paper stress the need to conduct further research in this area, in particular, examining the relationship between the roles of various stakeholders and EMS implementation success. Also the delicate balance between environmental damage and organisational profits has to be taken into account when implementing any environmental standard. Consequently, organisations need to regard EMS as a momentous concept.
